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REPORT

Including Congressional Budget Office cost estimate]

[To accompany H.R. 14773]

The Committee on Armed Services, to whom was referred the bill
(H.R. 14773) to amend title 10, United States Code, to authorize cost-
of-living adjustments of annuities under the Retired Serviceman's
Family Protection Plan, to suspend retired-pay deductions under the
Survivor Benefit Plan when there is no eligible spouse beneficiary, to
reduce the duration-of-marriage requirement under the Survivor Ben-
efit Plan from two year to one year, and for other purposes, having
considered the same, report favorably thereon with amendments and
recommend that the bill as amended do pass.
The amendments are as follows:
On page 2, lines 13-19, strike the present subsection "(d)" and in-

sert the following in place thereof:

(d) Section 1450 is amended as follows:
(A) Subsection (a) is amended by striking out "or" at

the end of clause (2), renumbering clause (3) as clause
(4) and inserting the following new clause (3) :

(3) die dependent children in equal shares if the person to
whom section 1448 of this title applies elected to provide an
annuity for dependent children but not for the spouse or".

(B) by adding the following new subsection "(j)" at
the end thereof

(j) Where the annuity has been adjusted under subsection
4 -(c) of this section and there is no entitlement to compensa-

tion under section 411(a) of title 38, due to remarriage of the
spouse after reaching age 60, annuity shall be readjusted to
the rate of entitlement existing prior to the adjustment under
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subsection (c) of this section, if any amounts refunded under
subsection (e) of this section are repaid.

On page 2, lines 23-25, and page 3, lines 1-6, strike the present sub-
sections "(f)" and "(g)" and insert the following in place thereof:

(f) Section 1451(a) of title 10, United States Code, is
amended to read as follows:
(a) If the widow or widower is under age 62, the monthly

annuity payable to the widow, widower, or dependent child
under section 1450 of this title shall be equal to 55 percent of
the base amount. When the widow or widower reaches age 62,
the monthly amount shall be reduced by an amount equal to
50 percent of the amount of any survivor benefit which the
widow or widower receives under subchapter II of chapter 7
of title 42 based solely upon service by the person concerned
as described in section 401 (/) (1) of title 42 and calculated
assuming that the person concerned lived to age 65. The re-
duction prescribed by the second sentence of this subsection
shall not be made if the only service by the person concerned
as described in section 410(7) (1) of title 42 involved periods
of service of less than 30 continuous days for which the
person concerned is entitled to receive a refund under section
6413(c) of title 26 of the social security tax which he had
paid.
(g) Section 1452 of title 10 United States Code is amended

by—
(A) further amending subsection (a) by—

(i) striking out the first word and inserting the
following in place thereof: "Except as provided in
subsection (b), the"; and

(ii) adding the following new sentence at the end
thereof: "The reduction in retired or retainer pay
prescribed by the first sentence of this subsection
shall not be applicable during any month in which
there is no eligible spouse beneficiary";

(B) amending subsection (b) by inserting "or who
has a spouse but has elected to provide an annuity for
dependent children only," after "spouse,"; and
(C) further amending subsection (c) by adding the

following sentence at the end thereof: "The reduction in
retired or retainer pay prescribed by this subsection shall
continue during the lifetime of the person designated
under section 1450(a) (3) of this title or until the person
receiving retired or retainer pay changes his election
under section 1450(f)."

On page 3, Sections 2 and 3 of the bill are renumbered Sections 4
and 5 respectively and the following new Sections 2 and 3 are inserted
between lines 6 and 7:

SEC. 2. Section 4 of Public Law 92 425, September 21, 1972,
86 Stat. 712, is amended as follows:

(a) Subsection (a) (3) is amended by striking "$1,400"
and inserting "$2,100" in place thereof.
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(b) The first sentence of subsection (b) is amended by
striking "$1,400" and inserting "$2,100" in place thereof.
(c) Subsection (c) is added as follows:
"(c) Subsection 1450(i) and section 1453 as added to

title 10, United States Code by clause 3 of the first section
of this Act, are applicable to persons covered by this
section."

SEC. 3. Notwithstanding any other law, any person who is
entitled to retired or retainer pay on the effective date of this
Act and who did not elect to participate in the Survivor
Benefit Plan as prescribed by subchapter II of chapter 73
of title 10, United States Code, may, within 270 days after
the effective date of this Act, elect to participate in such Plan
and continue his participation under subchapter I of that
chapter, except that the total of the annuities elected may not
exceed 100 percent of his retired or retainer pay.

On page 3, line 7, section 3 as renumbered is amended to read as
follows:

SEC. 4. Except for subsections (a) and ( f) , section 1 is
effective from September 21, 1972. Subsections (a) and ( f )
of section 1 and section 2 are effective October 1, 1976. No pay
shall accrue to any person by virtue of the enactment of this
Act for any period prior to October 1, 1976.

On page 3, lines 10-13 are amended to read as follows:

of chapter 73 of title 10, United States Code, on October 1,
1976, to a spouse or a child of a member who died on or before
March 20, 1974, shall be increased effective October 1, 1976 by.

Amend the title of the bill to read:

To amend title 10, United States Code, to make certain
changes in the Retired Serviceman's Family Protection Plan
and the Survivor Benefit Plan as authorized by Chapter 73
of that title, and for other purposes.

EXPLANATION OF AMENDMENTS

The committee amendments would:
(a) Reduce the social security offset against widows' benefits under

the Survivor Benefit Plan from 100 percent to 50 percent of the social
security survivorship benefit attributable to military service and elim-
inate that offset completely in some cases.
(b) Assure that the discontinuance of deductions from retired pay

when there is no eligible spouse is extended to cases where a designated
insurable-interest beneficiary dies. Restoration of the full annuity
under these conditions is appropriate for the same reason as applies
in cases where there is no eligible spouse.
(c) Make the provisions of 10 USC 1450(i) and 10 USC 1453

relating to garnishment and collection of erroneous payments appli-
cable to minimum-income benefits payable under section 4 of Public
Law 92 125.
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(d) Increase the minimum-income guaranteed payment from the
Department of Defense to certain widows of retired members from
$1,400 to $2,100 annually.
(e) Change the effective date of accrual of benefits under the bill

from the date of enactment to October 1, 1976.
(f) Provide a 270-day new enrollment period during which cur-

rently retired members who previously declined to participate in the
Survivor Benefit Plan may elect to participate in that plan.
These amendments are discussed in detail under the appropriate

headings further on in this report. Other changes made by the amend-
ments are technical.

PURPOSE

The purpose of H.R. 14773 as reported is as follows:
to extend to annuitants under the Retired Serviceman's Family

Protection Plan whose military retiree sponsor died on or before
March 20, 1974, a cost-of-living escalator similar to that authorized
for annuitants under the Survivor Benefit Plan enacted by Public
Law 92 125

to update the military Survivor Benefit Plan by making a number
of changes to conform with recent changes in the civil service plan
on which it is patterned
to clarify an ambiguity in the Survivor Benefit Plan by clearly au-

thorizing designation of "children only" as beneficiaries even though
there is an otherwise eligible spouse;
to permit payment of full benefits under the Suvivor Benefit Plan

to a spouse who remarries after age 60 if she had been eligible for
Dependency and Indemnity Compensation and consequently had re-
ceived reimbursement of all or part of the deductions from the retired
member's pay, contingent on the repayment of the amount of that
reimbursement

to reduce the so-called social security offset against Survivor Benefit
Plan payments from 100 percent of the amount attributable to mili-
tary service to 50 percent of that amount and to eliminate that offset
when (a) there is a dependent child, (b) the only military service
involves periods of active service of less than 30 days, (c) no social
security benefits are payable because the beneficiary is employed in
social security covered employment, or has postponed receipt of bene-
fits until age 65, or (d) the beneficiary is entitled to a greater benefit
based on her own employment.
In addition, the bill will increase the minimum-income payment

from $1,400 to $2,100 and make sections 1450(i) and 1453 of title 10,
United States Code; barring garnishment of benefit payments and
collection of erroneous payments respectively applicable to minimum-
income payments under section 4, Public Law 92-425.
In view of these changes, the bill affords a 270-day new enrollment

period within which persons on the retired rolls who previously de-
clined coverage may elect into the Survivor Benefit Plan established
by subchapter II, Chapter 73, of title 10, United States Code.
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DISCUSSION

Cost-of-living increases of annuities under the Retired Servicenwn's
Family Protection Plan

The Retired Serviceman's Family Protection Plan (RSFPP) was
established by law in 1'953. The plan was designed to fill an urgent
need to enable a retired member of the uniformed services to share
his retired pay with his wife and children if he predeceased them. The
plan was (and still is) an actuarial-equivalent plan; that is, the deduc-
tions from the retired pay of participants, plus interest, will pay the
benefits authorized. The benefit payments to widows and children are
specific dollar amounts which are fixed at the time the member retires.
The high rate of inflation experienced in recent years has seriously
eroded the purchasing power of those benefits.
The RSFPP was replaced by the Survivor Benefit Plan (SBP) ,

which was established by Public Law 92-425 on September 2L 1972.
Members retiring after that date could not participate in the RSFPP.
Persons on the retired rolls on September 21, 1972, who were partic-
ipating in the RSFPP were authorized until March 20, 1974, to elect
to participate in the new SBP and either continue in, or drop out of,
the RSFPP.
One of the most attractive features of the SBP is that the benefit

amounts are automatically adjusted at the same time and by the same
percentage amounts as military retired pay. Living retired members
who were participating in the RSFPP were given an 18-month period
in which to elect into the SBP and thereby provide their survivors an
annuity with a cost-of-living escalator. On the other hand, those retired
members who died before enactment of the Survivor Benefit Plan
never had an opportunity to provide their survivors with an inflation-
proof annuity.
In recognition of the serious erosion of purchasing power of RSFPP

annuities which has occurred in recent years, H.R. 14773 would au-
thorize increases in RSFPP annuities in cases of retired members who
died on or before March 20, 1974—the last date on which retired mem-
bers could elect to participate in the SBP. In addition to providing
future increases, the bill authorizes annuities to be increased effective
October 1, 1976, by the percentage by which retired pay has been in-
creased since September 21, 1972, the date of establishment of the
Survivor Benefit Plan.

Elimination of the "pay forever" requirement and reduction in the
duration-of-marriage requirement from 2 years to 1

Under the present Survivors Benefit Plan law, the deductions from
the retired pay of a member who elects an annuity for his spouse, or
for a person with an insurable interest, continues throughout his life—
even though his intended beneficiary predeceases him or otherwise
becomes ineligible. This provision was patterned on a provision in the
civil service plan. The civil service plan was subsequently changed to
provide that when there is no eligible surviving spouse. the deductions
from the member's retired pay will be suspended. H.R. 14773 would
amend the military plan to provide for similar suspension of deduc-
tions from retired pay when there is no eligible beneficiary.
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Under the SBP a widow who was not married to the military mem-
ber at the time he became entitled to retired pay is not eligible for
benefits under the plan unless they had been married for at least two
years on the date of the member's death. The civil service plan which
had a similar requirement has been changed to reduce this duration-
of-marriage requirement to one year. H.R. 14773 would make a similar
change in the military plan.
Clarification of the authority to designate "children only" as bene-

ficiaries when there is an otherwise eligible spouse
Under the RSFPP which the Survivor Benefit Plan replaced a

military member could elect to provide an annuity for "children only"
even though there was an eligible spouse. The Department of Defense
directive which implemented the SBP provided procedures for such
elections under that plan. The Comptroller General ruled that the
language of Public Law 92 125 did not clearly authorize such elec-
tions but advised the Department of Defense that no objections would
be interposed to continuing such elections pending submission of ap-
propriate clarifying legislation to the Congress. H.R. 14773 contains
appropriate language clearly authorizing such elections.
Reinstatement of SBP payments to widows whose Dependency and

Indemnity Compensation benefits are terminated on remarriage
after age 60

Under present law, SBP payments to widows who remarry before
age 60 are terminated. If remarriage is after age 60 these payments
continue.
A problem area exists in the case of a retiree whose death is service

connected. Under those conditions, the widow receives Dependency.
and Indemnity Compensation (DIC) from the Veterans Administra-
tion and, if that compensation exceeds the SBP payments to which
she is entitled, she can receive DIC payments only and receives a re-
fund of all of the deductions from her deceased husband's retired pay.
In the DIC is less than the Survivor Benefit Plan payment, she receives
the full DIC payment and, in addition, an amount of SBP benefits
which exceeds the DIC payment. In this latter situation she receives
a refund of a proportionate amount of the deductions from her hus-
band's retired pay.
Unlike the Survivor Benefit Plan, the law governing payment of

DIC does not permit continued payment to the widow who remarries
after age 60. Accordingly, the DIC payments terminate with remar-
riage after age 60. Having received a refund of either all, or part of,
the deductions from her husband's retired pay, she is not entitled to
the full SBP payment to which she would have been entitled if her
husband's death had not been service connected. H.R. 14773 would
authorize reinstatement of the full SBP payment to which she would
otherwise be entitled subject to repayment of the refund which she
received of the deductions from her deceased husband's retired pay.
Reduction from 100 percent to 50 percent in the social security offset
Under the current Survivor Benefit Plan, the payments by the De-

partment of Defense to widows are reduced at age 62 by an amount
equal to 100 percent of the amount of social security benefits to which
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she is entitled based on her husband's military service. Inasmuch as

the military member and the government make equal contributions

under the social security law, the Committee concluded that the 100

percent offset was excessive and should be reduced to 50 percent.

Eliminating the social security offset when there is a dependent child

When a military retiree dies leaving a widow and one or more chil-

dren a social security benefit is payable to the mother and to each de-

pendent child. Under the Survivor Benefit Plan if there is only one

child, an amount equal to the amount of socia). security "mother's

benefit payable based solely on the member's military service is "offset"

against the Survivor Benefit Plan payment. If there is more than one

dependent child, there is no offset. The Committee concluded that the

reduction in the Survivor Benefit Plan payment to the widow when

there is only one child is not warranted. H.R. 14773 will eliminate

that reduction.

Elimination of the social security offset when the spouse beneficiary is

not receiving social security benefits based on the deceased retiree's

military service
The Survivor Benefit Plan currently requires an offset or reduction

in payments under the Survivor Benefit Plan when the spouse bene-

ficiary attains age 62 even though the beneficiary is not receiving a

social security benefit because of employment, deferral to age 65 to

receive 100 percent of husband's benefits, or because of entitlement to

a greater social security benefit based on her own employment. The

Committee concluded that to require a reduction under those circum-

stances when in fact there is no social security payable because of the

deceased retiree's military service was inequitable and unwarranted.

H.R. 14773 eliminates the offset when the widow is not receiving a

social security benefit based in whole or in part on her husband's

military service.

Elimination of the social security offset when the only military service

involved were periods of active duty of less than 30 continuous

days and the member concerned reeeived a refund of social secu-

rity taxes withheld for those periods

Reservists who are called to annual training duty are, during those

periods of training, covered under social security and both the Re-

servists and the government pay the appropriate social security tax

for those periods of duty. It is possible for a Reservist to accrue an

insured status under the social security law based solely on these short

periods of active duty.
Assuming that the Reservist, having retired at age 60, had elected

participation in the Survivor Benefit Plan and later died, there would

be an offset at age 62 against Survivor Benefit Plan payments equal to

the amount of a hypothetical social security benefit based on those

short periods of active duty. That offset is required even though the

Reservist in his civilian employment had paid social security taxes

at the maximum rate and had received a refund of the taxes paid

based on his military service. The Committee concluded that this was

an unconscionable situation. H.R. 14773 will eliminate the offset when
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the retiree's active military service involved only periods of active
duty of less than 30 continuous days.
Increase in the "minimum-income payment" from $1,400 to $2,100
When enacting Public Law 92-425, the Congress recognized that

there were some widows of retired military personnel wilo were in
a different financial situation. In order to provide some measure of
assistance to such widows, section 4 of Public Law 92-425 authorized
payment by the Department of Defense to assure a minimum-income
level for those widows of military personnel who died before Sep-
tember 21, 1973. Widows who are eligible receive a payment from the
Defense Department which, when added to other income, as defined
by the Veterans Administration means test, totals $1,400 annually.
Under the Veterans Administration pension system in effect in 1972,
that supplementary payment, together with the VA death pension,
would assure her an annual income of slightly in excess of $2,100.
Because of increases in Veterans Administration pension rates since 

1972, such widows are currently assured an annual income of approxi-
mately $2,420.
The committee was concerned because these widows, although near

the lowest rung of the economic ladder, do not have the benefit of
any cost-of-living adjustments in the Defense Department portion of
their income.
The committee concluded that to provide a current income com-

parable to that provided by section 4 of Public Law 92-425, the guar-
anteed minimum-income payment (exclusive of the Veterans Admin-
istration pension) should be increased from $1,400 to $2,100. The effect
of this action would be to provide a minimum annual income of $2,712
to these needy widows.
Need for additional data on widows
Members of the committee expressed considerable concern over the

plight of pre-Survivor Benefit Plan widows during their deliberations
on this legislation. The committee amendment provides a cost-of-
living increase for minimum income widows, but contains no future
escalator clause. One of the primary problems has been the lack of
hard data on the number of individuals involved and the long-term
costs of providing increased assistance to these widows. The com-
mittee suggests that the Defense Department develop concrete data
on the pre-Survivor Benefit Plan widows and make recommendations
to the committee for future refinements in the minimum-income
widows' formula.
A 270-day new enrollment period for current retirees to elect into the

plan
The undesirable features in the Survivor Benefit Plan which have

been eliminated by H.R. 14773 undoubtedly contributed to the low
participation rate in that Plan, particularly on the part of enlisted
men. Accordingly, the Committee has included a new enrollment
provision in H.R. 14773.
Under the new provision persons now on the retired rolls who are

not participating in the Survivor Benefit Plan may, within 270 days,
elect to participate. However, if such a person is participating in the

(
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Retired Serviceman's Family Protection Plan, the combined annuities
under the two plans may not exceed 100 percent of his retired pay.

Effective date
The effective date for authorizing payments under H.R. 14773 is

specified as October 1, 1976.

DEPARTMENTAL DATA

The Department of Defense, in a letter dated July 28, 1976,
supported H.R. 14773 as introduced. In a letter dated August 30, 1976,
the Department of Defense deferred taking a formal position at this
time on some of the amendments to the bill, in favor of awaiting the
outcome of a thorough review of the entire Survivor Benefit Plan. The
August 30 letter addressed itself to H.R. 6643, which incorporated the
substance of the committee amendments to: reduce the social security
offset from 100 percent to 50 percent, eliminate the offset for a widow
with one child, eliminate the offset when the spouse beneficiary is not
receiving social security benefits based on the deceased retiree's mili-
tary service, eliminate the offset for reservists who only serve for
periods of active duty of less than 30 days, and create a new 270-day
enrollment period.
The letters cited above follow:

GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE,
ashington, D .0 ., July 28, 1976.

Hon. MELVIN PRICE,
Chairman, Committee on Armed Services,
House of Representatives,Washington, D.0 .
DEAR MR. CHAIRMAN: In accordance with your request, we have

reviewed the provisions of H.R. 14773, 94th Congress, a bill "To amend
title 10, United States Code, to authorize cost-of-living adjustments
of annuities under the Retired Serviceman's Family Protection Plan,
to suspend retired pay deductions under the Survivor Benefit Pay
when there is no eligible spouse beneficiary, to reduce the duration-
of-marriage requirement under the Survivor Benefit Plan from two
years to one year, and for other purposes."
The Department of Defense has previously sponsored legislation in

support of the essential features of H.R. 14773. Most recently the
provisions affecting the military Survivor Benefit Plan are included
in Defense's proposed Retirement Modernization Act. We recognize
that the Committee schedule to date has been full and has precluded
an in-depth review of military nondisability retirement to this point
in time. We are pleased that this Committee has identified the issues
included in H.R. 14773 for special attention.
The Department of Defense strongly supports H.R. 14773, the main

features of which would:
1. Provide cost-of-living increases to widows and children receiving

benefits under the Retired Serviceman's Family Protection Plan
(RSFPP) ;

2. Eliminate the reduction in retired pay of a retired military
member whose marriage has been dissolved by divorce or by death of
the spouse;

H. Rept. 94-1458-2
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3. Provide coverage under the Survivor Benefit Plan to a surviving
spouse after one year (now two years) of marriage when the retired
member was not married to that spouse on the date of retirement; and
4. Clarify existing provisions of the Survivor Benefit Plan to specifi-

cally allow a member who is retiring to elect coverage for a dependent
child or children when there is a surviving spouse.
With regard to the first feature of H.R. 14773, the Administration

has under active consideration Defense sponsored legislation which
would provide cost-of-living increases to annuities payable under the
Retired Serviceman's Family Protection Plan. Either that proposal or
H.R. 14773 would protect such annuities from erosion in purchasing
power as the result of inflation. There is presently no statutory author-
ity to increase RSFPP annuities.
This plan was originally enacted in 1953 and was replaced by the

Survivor Benefit Plan on September 21, 1972. However, widows and
dependent children of retired members who were participants in
RSFPP and died before they had an opportunity to make elections
under the Survivor Benefit Plan are only entitled to benefits under
the RSFPP. Under the RSFPP, a retired military member could
elect to receive a reduced retired pay in order to provide an annuity,
following his death, for his surviving wife and children. The amount
of the deductions from the retired member's pay and the potential
benefit to the survivor were established as of the date the member
retired and could not be changed thereafter. Therefore, unlike the
Survivor Benefit Plan, no cost-of-living increases are authorized in
RSFPP annuities.

Annuities payable under the Survivor Benefit Plan are increased
each time and by the same percentage that retired pay is adjusted under
the Consumer Price Index formula. H.R. 14773 would authorize
RSFPP annuities payable to widows or dependent children of retired
members who died before March 20, 1974 to be increased on the same
basis as annuities that are paid to widows or dependent children under
the Survivor Benefit Plan. March 20, 1974 was the end of the grace
period for making an election under the Survivor Benefit Plan for a
member who was retired when that plan was approved on Septem-
ber 21, 1972.
If H.R. 14773 is enacted, RSFPP annuities of the widows or de-

pendent children involved would be increased by the cumulative total
percentage (41.43 percent) of cost-of-living increases since Septem-
ber 21, 1972. However, no retroactive adjustments would be authorized.
As indicated above, future adjustments would be made each time
retired pay is adjusted under the Consumer Price Index formula.
It is the view of the Department of Defense that RSFPP annuitants

are in need and deserving of having their annuities adjusted as pro-
vided for in H.R. 14773. This would provide for equity in the treatment
of these survivors in comparison with that accorded a survivor of a
retiree participant in the Survivor Benefit Plan. The average annual
RSFPP annuity is currently about $1,600. Since 1972, this average
annuity has decreased about 38 percent in purchasing power due to
inflation, which though slowed, still continues.
With respect to the second and third features of H.R. 14773, the

Department submitted to the Congress on February 13, 1976 an amend-
ment to the proposed Uniformed Services Retirement Modernization
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Act (H.R. 7769, 94th Congress) which would amend Chapter 73 of
title 10, United States Code. That amendment is identical to the pro-
visions of the second and third features mentioned above, and as con-
tained in subsections (b) and (f) of Section 1 of H.R. 14773.
Under the provisions of the Survivor Benefit Plan enacted by Pub-

lic Law 94 425 and incorporated in Chapter 73 of title 10, United
States Code, a retired military member may elect to accept a reduction
in his retired pay in order to provide an annuity for his spouse in the
event he predeceases her. That reduction in his retired pay continues
for the remainder of his life even though his spouse predeceases him
or the marriage is terminated by divorce. In the event of remarriage,
coverage is provided for the new spouse. However, the benefits of the
Plan are available to the new spouse only if the retired member's death
is at least two years after the marriage or a child is born of that
marriage.
The Survivor Benefit Plan was patterned in many respects on a plan

available to retired civil service employees. In particular, the pro-
visions for continuation of the deductions from the member's retired
pay for the remainder of his life and the two year delay in the cover-
age for the new spouse were adopted from the Civil Service Survivor-
ship Plan.

Legislation was enacted by the 93rd Congress which amended the
statutes relative to civil service annuitants to discontinue reductions in
retired pay when there is no surviving spouse and to reduce the two
year marriage requirement before coverage of a new spouse. Public
Law 93-474, enacted on October 26, 1974, amended chapter 83 of title 5,
United States Code, to eliminate the annuity reduction made when the
annuitant has no surviving spouse. Public Law 93-260, enacted on
April 9, 1974, amended section 8341 ( a) of title 5, United States Code,
by reducing the marriage duration requirement for civil service an-
nuitants from two years to one year.
The fact that these provisions remain uncorrected in the military

Survivor Benefit Plan constitutes an unwarranted inequity that has
an extremely adverse impact on the morale of retirees and those near-
ing retirement. Many entering the retired rolls decline participation
in the plan due to the resultant disadvantage of these provisions.

Provisions of H.R. 14773 would bring the military Survivor Bene-
fit Plan in consonance with the Civil Service Survivor's Plan as dis-
cussed above. Therefore, the enactment of these provisions is highly
desirable and is strongly recommended by the Department of Defense.
As presently written, H.R. 14773 does not clearly indicate when

the Survivor Benefit Plan annuity commences for a widow who was
married for at least one year, but less than two years, to a retired
member who died before the enactment date of this legislation. There-
fore, to clarify this matter, a recommended amendment to H.R. 14773
is enclosed. This amendment would prohibit the payment of the Sur-
vivor Benefit Plan annuity to such a widow for any period before the
date of enactment of the Act.
The fourth feature of H.R. 14773 would clarify provisions relating

to annuities for dependent children. Specifically, it would allow a
member who is retiring to elect coverage under the Survivor Benefit
Plan for only a dependent child or children even though the member
has a spouse.

•
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It is the desire and intent of the Department of Defense to authorize
a retired member of the uniformed services to provide an annuity for
his surviving spouse, his surviving spouse and dependent children, or
to provide an annuity for a surviving dependent child or children
whether or not there is a surviving spouse. It was the understanding
of the Department of Defense that Public Law 92-425 authorized the
retired member to provide such annuities and the Department of De-
fense implementing regulation so provides. However, the Comptroller
General in decision B-177471, January 19, 1973 ruled that Public Law
92-425 does not authorize the retired member to provide an annuity
for a dependent child if he has a spouse. However, the Comptroller
General has advised that his office would delay questioning such elec-
tions pending the early submission of remedial legislation to the Con-
gress. Such legislation was proposed by the Department of Defense
and was most recently introduced as H.R. 8608, 94th Congress.
It is the view of the Department of Defense that this deficiency

should be corrected so as to clearly authorize the retired member to
provide an annuity for a dependent child when there is a spouse.
For reasons cited herein, the Department of Defense strongly favors

enactment of H.R. 14773, with the minor technical amendment as rec-
ommended, at the earliest practicable date.
The estimated costs of H.R. 14773 are as follows:

Fiscal year: Mil lions
1977   $10. 253
1978   11. 715
1979   13. 150
1980   14. 657
1981   16. 130

It is anticipated that the first year costs of this proposal could be
accommodated from within amounts budgeted for retired pay for fiscal
year 1977. The Office of Management and Budget advises that, from
the standpoint of the Administration's program, there is no objection
to the presentation of this report for the consideration of the
Committee.

Sincerely,
RICHARD A. WILEY.

Enclosure.

PROPOSED AMENDMENT TO H.R. 14773

Section 4. Each annuity that is payable under subchapter II of
chapter 73 of title 10, United States Code, as a result of subsection (b)
of section 1, shall not accrue for any period before the date of enact-
ment of this Act.

HOD. MELVIN PRICE,
Chairman, Committee on Armed Services, House of Representatives,

Washington, D.C.
DEAR MR. CHAIRMAN: In accordance with your request, we have

reviewed the provisions of H.R. 6643, 94th Congress, a bill "To amend
section 1451 of title 10, United States Code, to change the offset for
social security under the survivor benefit plan from 100 percent to 50

GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE,
Washington, D.C., August 30, 1976.
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percent, and for other purposes." Senator Bea11 has also introduced a
bill, S. 3739, 94th Congress, which is identical to H.R. 6643.
In addition to reducing the social security offset from 100 percent

to 50 percent, H.R. 6643 would eliminate the offset for widows with
one dependent child and make determination of the offset a function
of actual benefits received by the widow as a result of the deceased's
military service rather than her entitlement to such benefits. This lat-
ter provision would have the effect of eliminating all of the offset for
widows not receiving benefits based on their husbands' military service.
Also, a widow who received social security payments based on her
earnings would be subject to the offset only on that portion of any addi-
tional benefits that may accrue because of her husband's military earn-
ings. In addition, widows of reservists who had annually obtained
maximum coverage as a result of their civilian employment would
not have their SBP annuities offset. Section 2 of the bill provides for
an open period of 270 days in which to opt into the revised Plan.
It should be noted that the Department of Defense supported, during

consideration of the initial Survivor Benefit legislation
' 
a 50 percent

offset as opposed to a 100 percent offset. We continue to believe that
the 100 percent offset feature acts as a deterrent to greater participa-
tion by our members.

Several legislative proposals have been introduced which would
modify a number of provisions of the current Plan. There are other
features of the plan for which there have not been legislative initiatives
proposed but that also merit consideration. For example, it appears
that over time, inflation will cause the cost to the SBP participant
to become increasingly out of balance with the cost to his or her coun-
terpart participating in the comparable plan for Federal civil servants.
It is apparent to the Department that the program warrants a care-
ful reexamination. Therefore, the Department is undertaking such
a review and plans to report its findings to the Congress early in the
next session.
For the reasons cited herein the Department of Defense prefers to

defer, at this time, taking a formal position on H.R. 6643 in favor of
awaiting the outcome of a thorough review of the entire Survivor
Benefit Plan. This should not be construed to mean the Department
does not favor a timely correction of the pay-forever clause and the
two-year remarriage requirement as contained in H.R. 14773. Rectifica-
tion of these deficiencies, already an accomplished fact for the Civil
Service Survivorship Plan, should continue as a priority concern of
the Congress.
The estimated costs of H.R. 6643 are as follows:

Fiscal year: (Millions)

1977  $2.5

1978  3.4

1979  4.6

1980   6.2

1981  8.7

These costs include estimates of the effect of reducing the offset
from 100 percent to 50 percent and the elimination of the offset for
widows who are not receiving benefits based on their husbands• mili-
tary service or are receiving benefits resulting from their own employ-
ment. Due to a lack of pertinent data, the Department was unable to
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develop firm estimates for the cost impact of eliminating the offset
for widows with one dependent child and the widow of a reservist
who had obtained maximum coverage from his civilian employment.
However, their impact is not believed to be significant. Likewise, the
Department was unable to produce reliable estimates of the number
of retirees or their characteristics, who might opt to participate in the
plan during a 270 day open period. However, it is reasonable to expect,
as in the case of the initial start up of any like program, the new
participants would generate more in contributions than disbursements
for several years. At some point in the future, the open period could
be expected to cost the Government in the sense of increasing the rate
of disbursements above current anticipated levels.
The Office of Management and Budget advises that, from the stand-

point of the Administration's program, there is no objection to the
presentation of this report for the consideration of the Committee.

Sincerely,
LEONARD NIEDERLEHNER,

(For Richard A. Wiley) .

SECTION-BY-SECTION ANALYSIS

Section 1(a) amends 10 USC 1434 (relating to Annuities under the
Retired Serviceman's Family Protection Plan) to provide that annui-
ties payable under the Retired Serviceman's Family Protection Plan
to the surviving spouse or child of a member who died on or before
March 20, 1974 shall be increased at the same time and by the same
percent as retired or retainer pay is increased under 10 USC 1401a.

Section 1(b) amends 10 USC 1447 by striking the words "two years"
in Clauses (3) (A) and (4) (A) and inserting "one year" in place
thereof. The effect of the amendment is to reduce from two years to
one year the duration-of-marriage requirement for eligibility for bene-
fits under the Survivor BenefiPlan. This change is consistent with
a recent change in the civil service survivor benefit law.

Section 1(c) amends 10 USC 1448(a) (relating to the applicability
of the Survivor Benefit Plan) to clearly establish that a military mem-
ber who has a spouse and child at the time of retirement has the option
to elect to provide coverage under the Plan for the child only, and not
for the spouse. This is the current practice, but the Comptroller Gen-
eral ruled that the language of the law does not clearly authorize the
practice and clarifying legislation is needed.
Section 1(d) amend; 10 USC 1450 (relating to payment of annuities

under the Survivor Benefit Plan) as follows:
Clause (A) amends subsection (a) by renumbering clause (3)

as clause (4) and inserting a new clause (3) which specifies that
if a member elects to provide an annuity for children but not for
the spouse, the annuity shall be divided equally among the chil-
dren. This amendment in connection with the amendment in (c)
above is designed to clarify the intent of the Plan to permit a
retired member to provide an annuity for children even though
there is a spouse.

Clause (B) adds a new subsection (j) to section 1450. The new
subsection relates to the widow beneficiary under the Survivor
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Benefit Plan who was entitled to Dependency and Indemnity

Compensation under 38 USC 411 (a). The Survivor Benefit Plan
payment is reduced by the amount of that Compensation. Under

10 USC 1450(e) the widow beneficiary is entitled to a refund of

all or part of the deductions from her husband's retired pay. If
after age 60, she remarries, she is no longer eligible for Depend-
ency and Indemnity Compensation. If she had not been receiv-

ing Dependency and Indemnity Compensation, she could have

continued to receive benefits under the Survivor Benefit Plan.

However, because she was formerly eligible for Dependency and

Indemnity Compensation and consequently had received a refund

of her husband's deductions under the Survivor Benefit Plan, the

Comptroller General ruled she cannot receive Survivor Benefit

Plan payments. The proposed new subsection (j) will authorize

payment of Survivor Benefit Plan benefits provided any refund

she received is repaid.
Section 1(e) is a technical amendment to substitute a reference to

"(a) (4) " for the current reference to "(a) (3) " in sections 1450(f),

1451 (b), 1452(a) and 1452(e) in view of the renumbering of the

clause by section 1(d) (A) above.
Section 1(f) amends and restates 10 USC 1451(a) relating to the

amount of the annuity under the Survivor Benefit Plan. The amend-

ments relate to current provisions in subsection (a) which require a

reduction in the payment under the Survivor Benefit Plan to the

spouse beneficiary when there is only one dependent child or when

the spouse attains age 62.
Under current law, the Survivor Benefit Plan payments to the

widow with only one dependent child are reduced by an amount equal

to 100 percent of the amount of a hypothetical social security benefit

computed solely on the basis of the deceased retiree's military service.

Under the amendment of 10 USC 1451 (a) that reduction will
 no

longer be required.
Under the current provision of 10 USC 1451 (a) benefits under th

e

Survivor Benefit Plan to a widow or widower who attains age e are
reduced by an amount equal to 100 percent of the amount of a hypo-

thetical social security, benefit computed solely on the basis of the

deceased retiree's military service. Under the amended 10 USC 1451

(a) that reduction is reduced to 50 percent.
Under the social security law, a person who is otherwise entitled to

a social security survivorship benefit who is employed and earning

pay in social security covered employment has that benefit reduced or

eliminated based on the amount of those employment earnings. Under

current 10 USC 1451 (a), benefits under the Survivor Benefit Plan

payment are reduced by the amount of the hypothetical social security

benefit to which the beneficiary is "entitled' even though the bene-

ficiary is not receiving any social security benefit by reason of being

employed or deferring benefits until age 65. The amendment of 10

USC 1451 (a) by this subsection will eliminate the reduction in these

cases.
The Social Security law does not permit a widow to receive concur-

rently, a social security benefit based on her own employment and in

addition a social security survivorship benefit based on her deceased
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husband's employment. If her social security benefits based on her own
earnings are greater, she receives that benefit. However, under the cur-
rent 10 USC 1451 (a) her benefits under the Survivor Benefit Plan are
reduced based on her deceased husband's social-security-covered mili-
tary service even though she receives no social security benefits based
on her husband's service. The amendment of 10 USC 1451 (a) will
eliminate the offset in those cases where she does not receive any social
security benefits based on her deceased husband's military service.

Active duty for training performed by Reservists is covered employ-
ment under the Social Security Act. The Reservists and the govern-
ment each pay the appropriate tax. Most Reservists are covered under
social security in their civilian employment and in many cases their
civilian earnings equal or exceed the maximum covered earnings under
social security and accordingly the military service does not add to
their potential social security benefits. Nonetheless, under current 10
USC 1451(a), if their Reserve service was sufficient to confer an "in-
sured" status for social security survivor benefit purposes, the amount
of Survivor Benefit Plan payments are reduced by the amount of the
hypothetical social security benefit even though that military service
did not contribute to the amount of the social security benefit. 10 USC
1451(a), as amended, will eliminate the offset if the only military
service performed was active duty for training for periods of less than
30 continuous days and the Reservist is entitled to receive a refund
of the social security taxes he paid because of that active duty em-
ployment.
Section 1(g) amends 10 USC 1452 (relating to reductions in retired

or retainer pay).
Clause (A) further amends subsection (a) by—

(i) substituting the words "Except as provided in subsec-
tion (b), the" for the first word of the subsection. The pur-
pose of this amendment is to provide a reference to subsection
(b) which, as hereinafter amended includes a reference to
the situation of a retired member who has a spouse but elects
to provide coverage under the Survivor Benefit Plan for a
child only; and

(ii) specifying that when a retired member had elected an
annuity for his spouse, deductions from retired or retainer
pay would be made only when there is potentially eligible
spouse beneficiary. When the potential spouse beneficiary dies,
or is divorced, the deductions from the retired member's pay
to provide benefits for a spouse would be suspended. If the
member remarries, the deductions would thereafter be re-
sumed at the appropriate level.

Clause (B) amends 10 USC 1452(b) (relating to deductions
from retired or retainer pay to provide coverage for a dependent
child) to provide that deductions from retired or retainer pay to
provide an annuity for a child when the member had a spouse,
but had elected to provide coverage for the child only, will be the
same as when there is no spouse. This language is to clarify the
intent of the Plan that a retired member can cover a "child only"
even though there is a spouse (See Section i(c) above).
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Clause (C) further amends 10 USC 1452(c) (relating to the
deductions from the retired or retainer pay of a member who
elected to receive a reduced retired or retainer pay to provide an
annuity for a person with an insurable interest in the life of that
member). Under present law, the deductions from such a mem-
ber's retired pay continue for life, even though the intended bene-
ficiary dies. This clause amends 10 USC 1452(c) by adding a new
sentence which provides that the reduction in a member's retired
or retainer pay to provide an annuity for a person with an in-
surable interest will continue during the lifetime of the desig-
nated beneficiary. The effect of the amendment will be to termi-
nate the deduction if the intended beneficiary predeceases the
member receiving retired or retainer pay.

Section 2 amends section 4 of Public Law 92-125. Section 4 of that
Public Law established the so-called minimum income guarantee pro-
vision of the Survivor Benefit Plan. Under the current provision of
Section 4, widows of retired members who died on or before March 20,
1974 who are receiving a pension from the Veterans Administration,
whose income (other than the Veterans Administration pension) is
less than $1,400 annually are entitled to a supplementary payment
from the Department of Defense which assures such a widow an in-
come of at least $1,400 annually exclusive of that pension. Section 2 of
the bill would increase the guaranteed income (from other than the
pension) from $1,400 to $2,100 annually. In addition, subsection (c)
of section 2 amends section 4 of Public Law 92 425 to add a new sub-
section (c) which provides that the provisions of 10 USC 1450-(i)
(which exempts benefits under the SBP from legal process) and 10
TTSC 1453 (relating to recovery of erroneous payments) will be ap-
plicable to the minimum-income guarantee payments.

Section 3 of H.R. 14773 will authorize a person who, on the date
of enactment of the bill are entitled to receive retired or retainer pay,
who did not elect to participate in the Survivor Benefit Plan estab-
lished by subchapter II of chapter 73 of title 10 United States Code.
to elect, within 270 days after enactment of the bill, to participate in
that Plan. Any such person who is participating in the Retired Serv-
iceman's Family Protection Plan can elect to participate in the Sur-
vivor Benefit Plan but the total annuities elected may not exceed 100
percent of his retired or retainer pay.

Section 4 specifies the effective date of the several provisions of the
bill as follows:

Section 1(a) which provides for increasing annuities under the
Retired Serviceman's ,Family Protection Plan at the same time
and by the same percent as retired or retainer pay, becomes effec-
tive October 1, 1976.

Section 1(b) which reduces from two years to one, the dura-
tion-of-marriage eligibility requirement for entitlement to a
"spouse benefit" as effective from September 21, 1972.

Section 1(c), 1(d) (A), 1(e), 1(g) (B) which relate to clarify-
ing the intent of the Plan to permit a retired member to designate
a child as beneficiary even though there is a spouse, are effective
from September 21, 1972. These provisions are to clarify the law

H. Rept. 94-1458 3
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and confirm the manner in which the Plan is currently being
administered.

Section 1(d) (B) which relates to reinstatement of benefits under
the Survivor Benefit Plan for a spouse whose eligibility for De-
pendency and Indemnity Compensation terminates because she
remarried after age 60, is effective from September 21, 1972.

Section 1(g) (A) and (C) which provides for suspension of
deductions from retired pay (1) when there is no potentially elig-
ible spouse; or (2) on the death of the designated person with an
insurable interest, as the case may be, are effective from September
21,1972.

Section 1(f) which relates to the reduction or elimination of the
social security offset is effective from October 1, 1976.

Section 2 of the bill which provides for increases in the guaranteed
minimum income provisions of Section 4, Public Law 92-425 is effec-
tive from October 1, 1976.

Section 3 is effective from the date of enactment and authorizes a
new enrollment period of 270 days thereafter for former retirees to
participate in the Survivor Benefit Plan.
Section 5 specifies that persons receiving benefits under the Retired

Serviceman's Family Protection Plan based on the death of a military
member on or before March 20, 1974 shall, effective October 1, 1976
be entitled to a percentage increase in their annuities equal to the
percent by which retired pay has been increased since September 21,
1972.

COMMITTEE POSITION

The Committee on Armed Services, on August 31, 1976, a quorum
being present, approved H.R. 14773, as amended, by voice vote.

FISCAL DATA

The Department of Defense estimated that H.R. 14773 as intro-
duced would have an estimated cost in fiscal year 1977 of $10.2 million.
The cost of increasing the minimum-income guarantee for widows
under section 4 of Public Law 92-425 is estimated to be $3.4 million
in fiscal year 1977 for the Defense budget. However

' 
there will be

some offsetting savings in government costs because of decreased Vet-
erans Administration pensions to those eligible for the supplementary
payment. The additional amendments approved by the committee are
estimated to add $2.5 million to the fiscal year 1977 cost of the bill,
according to the Department of Defense. Thus total first year cost,
according to Defense Department estimates would by $16.1 million.
The committee would point out, however, that the Defense Depart-

ment estimate did not include reductions in budgetary requirements
that might result initially from increased participation allowed by
the new enrollment period. By eliminating objectionable features of
present law, the bill will undoubtedly encourage increased enroll-
ments. The committee notes that according to the Congressional
Budget Office (CBO) estimates, the impact of increased enrollments
will be such as to require no additional cost, but rather a budget
saving, through fiscal year 1980. CB0 estimates a $5.9 million reduc-
tion in budgetary requirements for fiscal year 1977.
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EXECUTIVE BRANCH ESTIMATE

The Defense Department estimate of the cost of the legislation, as
introduced, for the next five fiscal years is as follows:

Fiscal year: (Millions)

1977   $10. 253

1978   11. 715
1979   13. 150
1980   14. 657
1981   16. 130

The Defense Department estimate of the cost of the committee
amendments, except for the increase in payments to widows under
the minimum-income program, for the next five fiscal years is as
follows:

Fiscal year: (Millions)

1977  $2.5

1978  3.4

1979  4.6

1980  6.2

1981  8. 7

CONGRESSIONAL BUDGET OFFICE ESTIMATE

In compliance with clause 2(1) (3) (C) of Rule XI of the Rules of
the House of Representatives, the estimate prepared by the Congres-
sional Budget Office and submitted pursuant to section 403 of the
Congressional Budget Act of 1974 is included hereafter:

CONGRESSIONAL BUDGET OFFICE

COST ESTIMATE
AUGUST 31,1976.

1. Bill number: H.R. 14773 (as amended) .
2. Bill title and purpose: To amend Title 10, United States Code.

1. To authorize cost-of-living adjustments of annuities under
the Retired Servicemen's Family Protection Plan (RSFPP) ;

2. To suspend retired pay deductions under the Survivor Bene-
fit Plan (SBP) when there is no eligible beneficiary;

3. To reduce the duration-of-marriage requirement under the
SBP from two years to one year;

4. To increase the income supplement for certain widows of
retired members;

5. To provide for reinstatement of SBP benefits to the widow
of a retired member who had elected VA benefits upon the death
of the retired member and who had subsequently remarried after
age 60. The reinstatement of benefits would be effective upon the
termination of the subsequent marriage;

6. To reduce the offset for Social Security benefits for bene-
ficiaries of SBP from 100 percent to 50 percent for those Social
Security benefits attributable to military service;

7. To eliminate the reduction in SBP benefits of a widow who is
entitled to Social Security benefits based on her husbands mili-
tary service, but who is not receiving those benefits;

8. To elmmate the offset of SBP benefits for Social Security
benefits for a widow with one child;
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9. To eliminate the offset of SBP benefits for Social Security
benefits for the widow of Reserve retirees whose only active serv-
ice after 1956 consisted of active duty for training for periods of
less than 30 days, and

10. To reopen the enrollment period for the Survivor Benefits
Plan for 270 days.

3. Budget impact:
[Millions of dollars]

Fiscal year-

1977 1978 1979 1930 1981

Budget function 050:
Authorization amounts and estimated costs (Items 1 to 5)__ 14. 9 16. 1 17. 4 18. 5 19. 7
Authorization amounts and estimated costs (Items 6 to 9)__ 3. 2 4. 5 6. 0 7. 5 9. 8
Authorization amounts and estimated costs (Item 10)___ __ -24. 0 -24. 7 -25. 3 -26. 0 -26. 5

Total -5.9 -4.1 -1.9 0 +3.0
Budget function 700: Estimated savings 2. 0 2. 0 2. 0 2. 0 2. 0

4. Basis for estimate: The provision of a cost of living adjustment
under RSFPP estimate is based on 9,686 widows receiving an average
benefit of $1,600 per year in FY 1976. Subsequent year estimates are
based on expected mortality and projections of the Consumer Price
Index.
The estimated cost of the suspensions of retired pay deductions

when there is no eligible beneficiary is based on an actuarial estimate
of 7,800 SBP participants that no longer have a beneficiary, and an
average annual deduction from retired pay for SBP of $450 in fiscal
year 1975.
The cost of changing the duration of marriage requirement under

SBP from 2 years to one year was determined by estimating the num-
ber of military retirees that die between the first and second anni-
versary of marriage and who participate in SBP, and multiplying by
the average SBP widow benefit.
The increase in the income supplement was estimated by determin-

ing the number of widows currently receiving the income supplement
and estimating the additional widows that would become eligible as
a result of this legislation. No data is available on the number of
widows with an income of more than $1400 per year but less than
$2100 per year. Based on data of the income of non-married women
over 62 it was estimated that the number of women eligible for the
income supplement would increase by 50 percent. The average addi-
tional benefit was estimated to be $700 per 'fear for current recipients
and $350 per year for those becoming eligible as a result of this legisla-
tion. The savings in Veterans Administration pension costs were esti-
mated based on the income increases resulting from this legislation
which result in reductions in VA pensions.
The number of widows eligible for the fifth provision of the bill is

believed to be very small, 50 or less. In order for a woman to benefit
from this provision she must:

1. Have been widowed by a retired member who participated
in SBP.

2. Widowed by a retired member who died of a service connected
disability.

3. Chosen benefits from the VA instead of SBP upon her hus-
band's death.
4. Have remarried after her sixtieth birthday.
5. Have her marriage terminated by death or divorce.
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The annual pension for a widow under SBP is $4,500 per year. Ac-
cordingly, it is estimated that the FY 1977 costs would be less than
$228,000.
The costs of provisions 6 through 9 of the bill are based on 1976 ac-

tual data on Social Security offsets for all recipients of SBP benefits,
The 1976 data was projected using Department of Defense actuarial
estimates of the number of widows receiving benefits, a constant pro-
portion having their benefits offset, and an average benefit growing
at about 55 percent per year. Based on Social Security Administration
data it was estimated that 3 percent of the widows have entitlement to
Social Security benefits but are not receiving them. Also using Social
Security Administration data it was estimated that 15 percent of the
widows have one child. There is no good data base for estimating the
number of widows affected by provision 9. The number must be very
small because reserve retirees amount to about 4 percent of the retired
pay base, and only a small fraction of those would satisfy the require-
ment of paying full Social Security taxes as a result of civilian em-
ployment. A figure of 1 percent of the widow population has been
used.
The cost of provision 10 has been estimated by projecting forward

the 1975 actual experience. In 1975 deductions for the plan totaled
$189 million and benefits paid totaled $36 million. The actual cost will
depend upon how many retirees decide to participate in SBP as a,
result of the changes in the plan and as a result of the second oppor-
tunity to enroll. Currently about 50 percent participate. If this were to
increase by 25 percent, to a participation of 62.5 percent, the cost
would be—$61 million in 1977. A 10 percent increase in the participa-
tion rate would cost—$24 million in 1977. For this estimate a 10 per-
cent increase in the participation rate was used. The out year increase
results from a growing retired population.
At some point beyond the five year time frame, the benefits paid

will exceed the deductions for the SBP program. The deductions for
the SBP program are not sufficient to finance the expected cost of the
future benefits. Thus by reopening enrollment, the future net cost of
the program, benefits paid less deductions, will be larger than if the
enrollment were not reopened.
5. Estimate comparison: The CBO estimate differs from the DOD

estimate in that it includes an estimate for provisions which were not
estimated by DOD. In addition CBO has used different assumptions
about future Consumer Price Index changes.

6. Previous CBO estimate: CBO prepared an estimate for this bill
on August 23, 1976 for this bill as amended by the subcommittee. That
estimate included items 1-5 as described in Purpose of the bill. This
estimate includes amendments made in full committee which added
items 6-10.

INFLATION-IMPACT STATEMENT

It is the belief of the committee that the legislation will not have a
significant effect on the national economy.

OVERSIGHT FINDINGS

With reference to clause 2(1) (3) (D) of rule XI of the Rules of
the House of Representatives, the committee has not received a report
from the Committee on Government Operations pertaining to this
subject matter.



CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIII of the Rules of the House of Representatives, there is herewith printedin parallel columns the text of existing law which would be repealed or amended by the various provisions of the bill
as reported.

EXISTING LAW THE BILL AS REPORTED
TITLE 10.—ARMED FORCES

Chapter 73.—ANNUITIES BASED ON RETIRED
OR RETAINER PAY; SURVIVOR BENEFIT
PLAN

Subchapter Sec.
I. Retired Serviceman's Family Protection Plan  1431
II. Survivor Benefit Plan  1447

SUBCHAPTER I.—RETIRED SERVICEMAN'S FAMILY
PROTECTION PLAN

Sec.
1431. Election of annuity: members of armed forces.
1432. Election of annuity: former members of armed forces.
1433. Mental incompetency of member.
1434. Kinds of annuities that may be elected.
1435. Eligible beneficiaries.
1436. Computation of reduction in retired pay; withdrawal for

severe financial hardship.
1437. Payment of annuity.
1438. Deposits for amounts not deducted.
1439. Refund of amounts deducted from retired pay.
1440. Annuities not subject to legal process.
1441. Annuities in addition to other payments.
1442. Recovery of annuity erroneously paid.



1444. Regulations; determinations.
1445. Correction of administrative deficiencies.
1446. Restriction on participation.

SUBCHAPTER IL—SURVIVOR BENEFIT PLAN

1447. Definitions.
1448. Application of Plan.
1449. Mental incompetency of member.
1450. Payment of annuity: beneficiaries.
1451. Amount of annuity.
1452. Reduction in retired or retainer pay.
1453. Recovery of annuity erroneously paid.
1454. Correction of administrative deficiencies.
1455. Regulations.

§ 1434. Kinds of annuities that may be elected.
(a) The annuity that a person is entitled to elect under

section 1431 or 1432 of this title shall, in conformance
with actuarial tables selected by the Board of Actuaries
under section 1436(a) of this title, be the amount specified
by the elector at the time of the election, but not more
than 50 per centum nor less than 121/2 per centum of his
retired or retainer pay, in no case less than $25. He may
make the annuity payable—

(1) to, or on behalf of, the surviving spouse, ending
when the spouse dies or remarries •
(2) in equal shares to, or on behalf of, the surviv-

ing children eligible for the annuity at the time each
payment is due, ending when there is no surviving
eligible child; or
(3) to, or on behalf of, the surviving spouse, and

after the death or remarriage of that spouse, in equal

Be it enacted by the Senate and H02186 of Representa-
tives of the United States of America in Congress
assembled, That chapter 73 of title 10, United States Code,
is amended as follows:

(a) Section 1434 of title 10, United States Code, is
amended by adding the following new subsection at the
end thereof:

t\D



EXISTING LAW THE BILL AS REPORTED

shares to, or on behalf of, the surviving eligible chil-
dren, ending when there is no surviving eligible child.

(b) A person may elect to provide both the annuity
provided in clause (1) of subsection (a) and that provided
in clause (2) of subsection (a) , but the combined amount
of the annuities may not be more than 50 per centum nor
less than 121/2 per centum of his retired or retainer pay
but in no case less than $25.
(c) An election of any annuity under clause (1) or (2)

of subsection (a) , or any combination of annuities under
subsection (b) , shall provide that no deduction may be
made from the elector's retired or retainer pay after the
last day of the month in which there is no beneficiary who
would be eligible for the annuity if the elector died. For
the purposes of the preceding sentence, a child (other than
a child who is incapable of supporting himself because of
a mental defect or physical incapacity existing before his
eighteenth birthday) who is at least eighteen, but under
twenty-three years of age, and who is not pursuing a course
of study or training defined in section 1435 of this title,
shall be considered an eligible beneficiary unless the Sec-
retary concerned approves an application submitted by
the member under section 1436(b) (4) of this title. An
election of an annuity under clause (3) of subsection (a)
shall provide that no deduction may be made from the
elector's retired or retainer pay after the last day of the
month in which there is no eligible spouse because of death
or divorce.



(d) Under regulations prescribed under section 1444(a)
of this title, a person may, before or after the first day for
which retired or retainer pay is granted, provided for al-
locating, during the period of the surviving spouse's eligi-
bility, a part of the annuity under subsection (a) (3) for

if. payment to those of his surviving children who are not
children of that spouse. (Aug. 10, 1956, ch. 1041, 70A

00 Stat. 109; Oct. 4, 1961, Pub. L. 87-381, § 3, 75 Stat. 811;
Aug. 13, 1968, Pub. L. 90-485, § 1(3), 82 Stat. 751.)

SUBCHAPTER II.-SURVIVOR BENEFIT PLAN

§1447. Definitions.
In this subchapter:
(1) "Plan" means the Survivor Benefit Plan established

by this subchapter.
(2) "Base amount" means—

(A) the amount of monthly retired or retainer pay
to which a person—

(i) was entitled when he became eligible for
that pay; or

"(e) Whenever retired or retainer pay is increased
under section 1401a of this title, each annuity that is pay-
able under this subchapter on the day before the effective
date of that increase to a spouse or a child of a member
who died on or before March 20, 1974, shall be increased
at the same time by the same total percent."



EXISTING LAW THE BILL AS REPORTED

(ii) later became entitled by being advanced (b) Clauses (3) (A) and (4) (A) of section 1447 are
on the retired list, performing active duty, or each amended by striking out "two years" and inserting in
being transferred from the temporary disability place thereof "one year".
retired list to the permanent disability retired
list; or

(B) any amount less than that described by clause
(A) designated by that person on or before the first
day for which he became eligible for retired or retainer
pay, but not less than $300;

as increased from time to time under section 1401a of this
title.
(3) "Widow" means the surviving wife of a person who,

if not married to the person at the time he became eligible t\Dfor retired or retainer pay— c-J
(A) was married to him for at least two years

immediately before his death; or
(B) is the mother of issue by that marriage.

(4) "Widower" means the surviving husband of a person
who if not married to the person at the time she became
eligible for retired or retainer pay—

(A) was married to her for at least two years imme-
diately before her death; or
(B) is the father of issue by that marriage.

(5) "Dependent child" means a person who is—
(A) unmarried;
(B) (i) under 18 years of age; (ii) at least 18, but

under 22, years of age and pursuing a full-time course
of study or training in a high school, trade school,



technical or vocational institute, junior college, col-
lege, university, or comparable recognized educational
institution; or (iii) incapable of supporting himself
because of a mental or physical incapacity existing
before his eighteenth birthday or incurred on or after
that birthday, but before his twenty-second birthday,
while pursuing such a full-time course of study or
training; and
(C) the child of a person to whom the Plan applies,

including (i) an adopted child, and (ii) a stepchild,
foster child, or recognized natural child who lived
with that person in a regular parent-child relation-
ship.

For the purpose of this clause, a child whose twenty-
second birthday occurs before July 1 or after August 31
of a calendar year, and while he is regularly pursuing
such a course of study or training, is considered to have
become 22 years of age on the first day of July after that
birthday. A child who is a student is considered not to
have ceased to be a student during an interim between
school years if the interim is not more than 150 days and
if he shows to the satisfaction of the Secretary of Defense
that he has a bona fide intention of continuing to pursue
a course of study or training in the same or a different
school during the school semester (or other period into
which the school year is divided) immediately after the
interim. Under this clause, a foster child, to qualify as the
dependent child of a person to whom the Plan applies,
must, at the time of the death of that person, also reside

with, and receive over one-half of his support from, that

t„
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person, and not be cared for under a social agency con-
tract. The temporary absence of a foster child from the
residence of that person, while he is a student as described
in this clause, will not be considered to affect the residence
of such a foster child.
§ 1448. Application of Plan.
(a) The Plan applies to a person who is married or has

a dependent child when he becomes entitled to retired or
retainer pay unless he elects not to participate in the Plan
before the first day for which he is eligible for that pay.
If a person who is married elects not to participate in the
Plan at the maximum level, that person's spouse shall be
notified of the decision. An election not to participate in
the Plan is irrevocable if not revoked before the date on
which the person first becomes entitled to retired or re-
tainer pay. However

' 
a person who is not married when

he becomes entitled to retired or retainer pay but who
later marries, or acquires a dependent child, may elect to
participate in the Plan but his election must be written,
signed by him, and received by the Secretary concerned
within one year after he marries, or acquires that depend-
ent child. Such an election may not be revoked. His elec-
tion is effective as of the first day of the month after his
election is received by the Secretary concerned.
(b) A person who is not married and does not have a

dependent child when he becomes entitled to retired or
retainer pay may elect to provide an annuity to a natural
person with an insurable interest in that person,

THE BILL AS REPORTED

(c) The second sentence of section 1448(a) is amended
by inserting ", or elects to provide an annuity for a de-
pendent child but not for his spouse" after "maximum
level".

00



(c) The application of the Plan to a person whose name
is on the temporary disability retired list terminates when
his name is removed from that list and he is no longer en-
titled to retired pay.
(d) If a member of an armed force dies on active duty

after he has become entitled to retired or retainer pay, or
after he has qualified for that pay except that he has not
applied for or been granted that pay, and his spouse is
eligible for dependency and indemnity compensation
under section 411(a) of title 38 in an amount that is less
than the annuity the spouse would have received under
this subchapter if it had applied to the member when he
died, the Secretary concerned shall pay to the spouse an
annuity equal to the difference between that amount of
compensation and 55 percent of the retired or retainer pay
to which the otherwise eligible spouse described in section
1450(a) (1) of this title would have been entitled if the
member had been entitled to that pay based upon his years
of active service when he died. (Added Pub. L. 92-425,
§ 1(3), Sept. 21,1972,86 Stat. 707.)

§1450. Payment of annuity: beneficiaries.

(a) Effective as of the first day after the death of a per-
son to whom section 1448 of this title applies a monthly
annuity under section 1451 of this title shall 1;e paid to—

(1) the eligible widow or widower;
(2) the surviving dependent children in equal

shares, if the eligible widow or widower is dead, dies,
or otherwise becomes ineligible under this section; or

(d) Section 1450 is amended as follows:

(A) Subsection (a) is amended by striking out

"or" at the end of clause (2) , renumbering clause (3)

as clause (4), and inserting the following new clause

(3)
"(3) the dependent children in equal shares if the per-

son to whom section 1448 of this title applies elected to

provide an annuity for dependent children but not for the

spouse; or".
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(3) the natural person designated under section
1448(b) of this title at the time the person to whom
section 1448 applies became entitled to retired or re-
tainer pay, if there is no eligible beneficiary under
clause (1) or (2).

(b) An annuity payable to the beneficiary terminates
effective as of the first day of the month in which eligibility
is lost. An annuity for a widow or widower shall be paid
to the widow or widower while the widow or widower is
living or, if the widow or widower remarries before reach-
ing age 60, until the widow or widower remarries. If the
widow or widower remarries before reaching age 60 and
that marriage is terminated by death, annulment, or di-
vorce, payment of the annuity will be resumed effective as
of the first day of the month in which the marriage is so
terminated. However, if the widow or widower is also
entitled to an annuity under this section based upon the
marriage so terminated, the widow or widower may not
receive both annuities but must elect which to receive.
(c) If, upon the death of a person to whom section 1448

of this title applies, the widow or widower of that person
is also entitled to compensation under section 411 (a) of
title 38, the widow or widower may be paid an annuity
under this section, but only in the amount that the annuity
otherwise payable under this section would exceed that
compensation.

(d.) If, upon the death of a person to whom section 1448
of this title applies, that person had in effect a waiver of his
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retired or retainer pay for the purposes of subchapter III
of chapter 83 of title 5, an annuity under this section shall
not be payable unless, in accordance with section 8339(1)
of title 5, he notified the Civil Service Commission that he
did not desire any spouse surviving him to receive an an-
nuity under section 8341(b) of that title.
(e) If no annuity under this section is payable because

of subsection (c), any amounts deducted from the retired
or retainer pay of the deceased under section 1452 of this
title shall be refunded to the widow or widower. If, because
of subsection (c), the annuity payable is less than the
amount established under section 1451 of this title the
annuity payable shall be recalculated under that section.
The amount of the reduction in the retired or retainer pay
required to provide that recalculated annuity shall be com-
puted under section 1452 of this title, and the difference
between the amount deducted prior to the computation of
that recalculated annuity and the amount that would have
been deducted on the basis of that recalculated annuity
shall be refunded to the widow or widower.
(f) An unmarried person who elects to provide an

annuity to a person designated by him under subsection
(a) (3) , but who later marries or acquires a dependent
child, may change that election and provide an annuity
to his spouse or dependent child. A change of election
under this subsection is subject to the rules with respect
to execution, revocation, and effectiveness set forth in the
last three sentences of section 1448 (a) of this title.
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(g) Except as provided in section 1449 of this title or
in subsection ( f) of this section, an election under this
section may not be changed or revoked.
(10 Except as provided in section 1451 of this title, an

annuity under this section is in addition to any other pay-
ment to which a person is entitled under any other provi-
sion of law. Such annuity shall be considered as income
under laws administered by the Veterans' Administration.
(i) An annuity under this section is not assignable or

subject to execution, levy, attachment, garnishment, or
other legal process. (Added Pub. L. 92-425, § 1 (3) , Sept.
21,1972,86 Stat. 708.)
§ 1451. Amount of annuity
(a) If the widow or widower is under age 62 or there

is a dependent child, the monthly annuity payable to the
widow, widower

' 
or dependent child, under section 1450

of this title shall be equal to 55 percent of the base amount.
However, when the widow has one dependent child, the
monthly annuity shall be reduced by an amount equal to
the mother's benefit, if any, to which the widow would be
entitled under subchapter II of chapter 7 of title 42 based
solely upon service by the person concerned as described
in section 410(l) (1) of title 42 and calculated assuming
that the person concerned lived to age 65. When the widow
or widower reaches age 62, or there is no longer a depend-
ent child, whichever occurs later, the monthly annuity
shall be reduced by an amount equal to the amount of the
survivor benefit, if any, to which the widow or widower

THE BILL AS REPORTED

(B) by adding the following new subsection "(j)"
at the end thereof:

" (j ) Where the annuity has been adjusted under sub-
section (c) of this section and there is no entitlement to
compensation under section 411 (a) of title 38, due to re-
marriage of the spouse after reaching age 60, annuity shall
be readjusted to the rate of entitlement existing prior to
the adjustment under subsection (c) of this section, if any
amounts refunded under subsection (e) of this section are
repaid."
(e) Sections 1450(f), 1451(b), 1452(a), and 1452(c)

are each amended by striking out "(a) (3)" and inserting
in place thereof "(a) (4)".
( f) Section 1451(a) of title 10, United States Code, is

amended to read as follows:
"(a) If the widow or widower is under age 62, the

monthly annuity payable to the widow, widower, or de-
pendent child under section 1450 of this title shall fae equal
to 55 percent of the base amount. When the widow or
widower reaches acre 62, the monthly amount shall be re-
duced by an amount equal to 50 percent of the amount of
any survivor benefit which the widow or widower receives
under subchapter II of chapter 7 of title 42 based solely
upon service by the person concerned as described in sec-
tion 410(7) (1) of title 42 and calculated assuming that
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would be entitled under subchapter II of chapter 7 of title
42 based solely upon service by the person concerned as
described in section 410(l) (1) of title 42 and calculated
assuming that the person concerned lived to age 65. For
the purpose of the preceding sentence, a widow or widower
shall be considered as entitled to a benefit under subchap-
ter II of chapter 7 of title 42 even though that benefit has
been offset by deductions under section 403 of title 42 on
account of work.
(b) The monthly annuity payable under section 1450

(a) (3) of this title shall be 55 percent of the retired or
retainer pay of the person who elected to provide that
annuity after the reduction in that retired or retainer
pay in accordance with section 1452(c) of this title.
(c) Whenever retired or retainer pay is increased under

section 1401a of this title, each annuity that is payable
under this section or section 1448(d) of this title, on the
day before the effective day of that increase shall be in-
creased at the same time by the same total percent. The
amount of the increase shall be based on the monthly
annuity payable before any reduction under section 1448
(d) or 1450(c) of this title or subsection (a) of this sec-
tion. (Added Pub. L. 92-425, § 1(3), Sept.. 21, 1972, 86
Stat. 709).

the person concerned lived to age 65. The reduction pre-
scribed by the second sentence of this subsection shall not
be made if the only service by the person concerned as de-
scribed in section 410(1) (1) of title 42 involved periods
of service less than 30 continuous days for which the person
concerned is entitled to receive a refund under section
6413(c) of title 26 of the social security tax which he had
paid.".
"(g) Section 1452 of title 10 United States Code is

amended by—
(A) further amending subsection (a) by—

(i) striking out the first word and inserting the
following in place thereof: "Except as provided in
subsection (b), the"; and

(ii) adding the following new sentence at the end
thereof: "The reduction in retired or retainer pay
prescribed by the first sentence of this subsection
shall not be applicable during any month in which
there is no eligible spouse beneficiary";

(B) amending subsection (b) by inserting "or who has
a spouse but has elected to provide an annuity for de-
pendent children only," after "spouse,"; and
(C) further amending subsection (c) by adding the fol-

lowing sentence at the end thereof: "The reduction in
retired or retainer pay prescribed by this subsection shall
continue during the lifetime of the person designated
under section 1450(a) (3) of this title or until the person
receiving retired or retainer pay changes his election
under section 1450 ( f ) .".
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§ 1452. Reduction in retired or retainer pay.
(a) The retired or retainer pay of a person to whom

section 1448 of this title applies who has a spouse, or who
has a spouse and a dependent child, and who has not
elected to provide an annuity to a person designated by
him under section 1450(a) (3) of this title, or who had
elected to provide such an annuity to such a person but
has changed his election in favor of his spouse under sec-
tion 1450(f) of this title, shall be reduced each month by
an amount equal to 21/2 percent of the first $300 of the
base amount plus 10 percent of the remainder of the base
amount. As long as there is an eligible spouse and a de-
pendent child, that amount shall be increased by an
amount prescribed under regulations of the Secretary of
Defense.
(b) The retired or retainer pay of a person to whom

section 1448 of this title applies who has a dependent
child but does not have an eligible spouse, shall, as long
as he has an eligible dependent child, be reduced by an
amount prescribed under regulations of the Secretary of
Defense.
(c) The retired or retainer pay of a person who has

elected to provide an annuity to 'a person designated by
him under section 1450(a) (3) of this title shall be re-
duced by 10 percent plus 5 percent for each full 5 years
the individual designated is younger than that person.
However, the total reduction may not exceed 40 percent.



(d) If a person who has elected to participate in the
Plan has been awarded retired or retainer pay and is not
entitled to that pay for any period, he must deposit in the
Treasury the amount that would otherwise have been
deducted from his pay for that period, except when he is
called or ordered to active duty for a period of more than
30 days.
(e) When a person who has elected to participate in

the Plan waives his retired or retainer pay for the pur-
poses of subchapter III of chapter 83 of title 5, he shall
not be required to make the deposit otherwise required
by subsection (d) as long as that waiver is in effect unless,
in accordance with section 8339(i) of title 5, he has notified
the Civil Service Commission that he does not desire any
spouse surviving him to receive an annuity under section
8341(b) of title 5.
(f) Except as provided in section 1450(e) of this title,

a person is not entitled to any refunds of amounts deducted
from retired or retainer pay under this section unless the
amounts were deducted through administrative error.
(Added Pub. L. 92-425, § 1 (3) , Sept. 21, 1972, 86 Stat.
710.)

PUBLIC LAW 9 2-4 2 5—SEPT. 21, 1972 [ 8 6 STAT.]

SEC. 4. (a) A person—
(1) who, on the effective date of this Act is, or

within one calendar year after that date becomes, a
widow of a person who was entitled to retired or
retainer pay when he died

SEC. 2. Section 4 of Public Law 92 125, September 21,
1972,86 Stat. 712 is amended as follows:

(a) Subsection (a) (3) is amended by striking
"$1,400" and inserting "$2,100" in place thereof.
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(2) who is eligible for a pension under subchapter
III of chapter 15 of title 38, United States Code, or
section 9(b) of the Veterans' Pension Act of 1959
(73 Stat. 436) and
(3) whose annual income, as determined in estab-

lishing that eligibility, is less than $1,400;
shall be paid an annuity by the Secretary concerned unless
she is eligible to receive an annuity under the Survivor
Benefit Plan established pursuant to clause (3) of the first
section of this Act. However, such a person who is the
widow of a retired officer of the Public Health Service or
the National Oceanic and Atmospheric Administration,
and who would otherwise be eligible for an annuity under
this section except that she does not qualify for the pension
described in clause (2) of this subsection because the
service of her deceased spouse is not considered active duty
under section 101(21) of title 38, United States Code, is
entitled to an annuity under this section.
(b) The annuity under subsection (a) of this section

shall be in an amount which when added to the widow's
income determined under subsection (a) (3) of this section,
plus the amount of any annuity being received under sec-
tions 1431-1436 of title 10, United States Code, but ex-
clusive of a pension described in subsection (a) (2) of this
section, equals $1,400 a year. In addition, the Secretary
concerned shall pay to the widow, described in the last
sentence of subsection (a) of this section, an amount equal
to the pension she would otherwise have been eligible to

THE BILL AS REPORTED

(b) The first sentence of subsection (b) is amended
by striking 11,400" and inserting 12,100" in place
thereof."
(c) Subsection (c) is added as follows:
"(c) Subsection 1450(i) and section 1453 as added

by clause 3 of the first section of this Act, are appli-
cable to persons covered by this section."
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receive under subchapter III of chapter 15 of title 38,

United States Code, if the service of her deceased spouse
was considered active duty under section 101(21) of that
title. SEC. 3. Notwithstanding any other law, any person who

is entitled to retired or retainer pay on the effective date of

this Act and who did not elect to participate in the survivor

benefit plan as prescribed by subchapter II of chapter 73 of

title 10, United States Code, may, within 270 days after

the effective date of this Act, elect to participate in such

plan and continue his participation under subchapter I
of that chapter, except that the total of the annuities

elected may not exceed 100 percent of his retired or re-

tainer pay.
SEC. 4. Except for subsections (a) and ( f) , section 1

is effective from September 21, 1972. Subsections (a) and

( f ) of section 1 and section 2 are effective October 1, 1976.

No pay shall accrue to any person by virtue of the enact-

ment of this Act for any period prior to October 1, 1976.

SEC. 5. Each annuity that is payable under subchapter I
of chapter 73 of title 10, United States Code, on October 1,

1976 , to a spouse or a child of a member who died on or

before March 20, 1974, shall be increased effective Octo-

ber. 1, 1976 by the total percent that retired or retainer

pay has been increased under section 1401a of that title

since September 21, 1972.
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SUMMARY

PURPOSE

The purpose of the bill is to provide cost-of-living increases for
widows under the Retired Servicemen's Family Protection Plan and
to make improvements in the Survivor Benefit Plan for retired mili-
tary personnel.

FISCAL DATA

The Department of Defense estimates that the additional cost of
the bill to the Department for fiscal year 1977 is approximately $16.1.
million. However, the Congressional Budget Office estimates that be-
cause of the increased participation, and therefore increased deuctions
from retired pay, which would result from the bill, the estimated fiscal
impact in fiscal year 1977 would be a reduction in budgetary require-
ments of $5.9 million.

DEPARTMENTAL POSITION

The Department of Defense supports the provision of H.R. 14773
as introduced but deferred taking a formal position on the committee
amendments.

COMMITTEE POSITION

The Committee on Armed Services, on August 31, 1976, a quorum
being present, approved H.R. 14773, as amended, by voice vote.
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94TH CONGRESS t HOUSE OF REPRESENTATIVES j REPT. 94-
2d Session f 1458 PART 2

MAKING IMPROVEMENTS IN THE SURVIVOR-BENEFIT

PROGRAM FOR RETIRED MILITARY PERSONNEL

,SEPTEMBER 17, 1976.—Committed to the Committee of the Whole House and
ordered to be printed

Mr. MAHoN, from the Committee on Appropriations,

submitted the following

REPORT

[To accompany H.R. 14773]

The Committee on Appropriations, to whom was sequentially re-

ferred the bill (H.R. 14773) to amend title 10, United States Code to
authorize cost-of-living adjustments of annuities under the Retired
Serviceman's Family Protection Plan, to suspend retired-pay deduc-

tions under the Survivor Benefit Plan when there is no eligible spouse

beneficiary, to reduce the duration-of-marriage requirement under the

Survivor Benefit Plan from two years to one year, and for other pur-

poses, as reported by the Committee on Armed Services, having con-

sidered the same, report favorably thereon with one recommended
change.
The Committee on Appropriations will offer an amendment to make

the recommended change as follows:
On page 6, strike lines 9 through 18 thereby deleting section 3 of

the committee amendment to the bill and renumber sections 4 and 5.

EXPLANATION OF 11.1.E, CHANGE

The Appropriations Committee amendment would delete the section
of the bill which would reopen the option to enroll in the Survivor
Benefit Plan during a 270-day open period. The need for this amend-
ment is fully explained in the section of the report entitled "Basis for
Committee Recommendation".
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PURPOSE OF THE BILL

The purpose of this bill, which is explaine
d in part 1 of the report

in detail, will improve a number of 
provisions of the military re-

tirees' Survivor Benefit Plan (SBP) and 
the plan which preceded it

called the Retired Serviceman's Family 
Protection Plan (RSFPP).

The objective of this legislation is to m
ake the current program

(SBP) more acceptable to a larger portion of 
military members as

they retire. Currently, less than 50 percent o
f new retirees are par-

ticipating in the plan and participation has conti
nued to decline since

inception of the program in 1972. The legislation 
as proposed con-

tains nine changes to current legislation.

COST OF THE PROPOSED LEGISLATION

The legislation as proposed makes nine changes to curr
ent military-

survivor benefit programs which will increase costs to the 
Govern-

ment in fiscal year 1977. A tenth change reduces fiscal year 19
77 costs

in terms of new obligational authority required to fund the 
bill. The

Committee on Appropriations recommends that this provison w
hich

provides a 270-day open enrollment period be deleted from the 
bill.

The cost implications of this particular provision in future years 
are

substantial, but cannot be quantified at this time. This provision

of the bill is discussed under the heading "Basis for Committee

Recommendation".
The remaining nine changes are estimated to cost an additional $18

million in fiscal year 1977 and increase to about $30 million annually

by fiscal year 1981.
H.R. 14773 as originally introduced encompassed four provisions,

three of which had cost implications. These provisions would—
(1) Provide cost-of-living increases to a certain group of survivors

receiving benefits under the Retired Serviceman's Family Protection
Plan (RSFPP) ;
(2) Eliminate the irrevocable election provision of the Survivor

Benefit Plan, or SBP, which requires continuous deductions from
the retired pay of a participating member on behalf of a spouse even
if that spouse predeceases him; and
(3) Reduce from two years to one year the duration-of-marriage re-

quirement for a new spouse of a military retiree to be eligible for17,
benefits under the SBP.
These three provisions are estimated to cost $10.2 million in fiscal

year 1977 and rise to $16.1 million annually in fiscal year 1981.
Three additional provisions affecting the cost of the legislation were

added by the Military Compensation Subcommittee. These provisions
would—
(4) Increase the minimum income widows annuity under SBP from

$1,400 to $2,100 a year;
(5) Suspend SBP deductions when the beneficiary is an insurable

interest and that person predeceases the plan holder; and
(6) Reinstate SBP to widows who opted for Dependency Indem-

nity Compensation in lieu of SBP and who remarry after age 60,
thereby losing the DIC entitlement.

H.R. 1458
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These provisions are estimated to add $4.5 million in fiscal year
1977.
Further amendments were added which either reduced from 100

percent to 50 percent or entirely eliminated the reduction made in
payments to the annuitant in various categories when Social Security
benefits are received, or the recipient is eligible to receive them. These
particular offset requests for Social Security payments are probably,
the single most important reason why large numbers of military per-
sonnel refuse to select the Survivor Benefit Plan. Reducing the offset
requirement to 50 percent will add $3.2 million to the estimated fiscal
year 1977 cost.

BASIS FOR COMMITTEE RECOMMENDATION

The Committee recommends that the open enrollment period of 270
days in which persons who previously declined coverage could elect
coverage without cost to them should be deleted from the bill.
It is impossible to project the long term cost of this provision with

any accuracy. Initial additional "revenues" from reductions made to
the retired pay of persons now opting for the plan would offset the
costs. The Congressional Budget Office produced estimates showing
this offset to expenditures for two different levels of participation as
follows:

TABLE 1.-ASSUMES A 10-PERCENT INCREASE IN PARTICIPATION

[In millions of dollars]

Fiscal year-

1977 1978 1979 1980 1981

Cost (H.R. 14773) 
Reduced expenditures

Net cost 

18. 1 20.6 23.4
-24.0 -24.7 -25.3

26.0
-26.0

29.5
-26.5

-5.9 -4.1 -1.9  +3.0

TABLE 2.-ASSUMES A 25-PERCENT INCREASE IN PARTICIPATION

[In millions of dollars]

Fiscal year-

1977 1978 1979 1980 1981

Cost (H.R. 14773) 
Reduced expenditures

Net cost 

18. 1 20.6 23.4
-61.0 -61.0 -61.0

26.0
-61.0

29.5
-61.0

-42.9 -40.4 -37.6 -35.0 -31.5

Unfortunately, the Survivor Benefit Plan is not an actuarially
sound plan as was its predecessor, the Retired Serviceman's Family
Protection Plan, and this legislation would make it less so. In other
words, deductions from the retired pay of participants plus interest
would not over the long run equal the cost of benefits paid.
The Congressional Budget Office estimates do not cover the period

beyond 1981 when the costs of this provision could be excessive,
but as stated earlier are nearly impossible to project. The open
enrollment period as proposed in the bill would permit personnel who
retired many years ago and who did not select the Retired Serviceman's
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Family Protection Plan when they retired and who did not transfer to
the Survivor Benefit plan during a previous 18 month open period
an opportunity to participate without penalty.
It is quite obvious to the Committee that personnel who retired many

years ago and who have not had reductions made in their retired pay
to pay from this annuity would be far more likely to participate now
than will personnel who are just retiring or personnel who have re-
cently refused to participate. For example, a remarried retired service-
man who did not participate originally and whose first wife died is
very likely to participate in the plan now. There are numerous other
individual examples which are likely to result in significant cost to the
taxpayer sooner than proponents of this provision project.
The Committee does not believe that Section 3 is entirely equitable

to those retired military personnel who have had the foresight to pro-
vide for their dependents and who have had their retired pay reduced
for a number of years as a result of their decision to participate. This
kind of action could jeopardize the military retired pay system as it
currently operates to the detriment of those who have faithfully paid
the cost of participation.
It should be kept in mind that a service member automatically par-

ticipates in the Survivor Benefit Plan unless he signs papers clearly
stating that he does not want to participate. He is also told in no un-
certain terms that this decision is irrevocable. If he persists in not join-
ing the plan the spouse is notified of the decision in writing and en-
couraged to persuade the service member to change his mind and
participate.
Thus there is little reason to believe that a service member who has

refused to participate should now be allowed to do so on grounds that
he did not understand his rights or the benefits provided. In fact, in an
open period in 1973-1974 non-participating military retirees were
asked to participate in the new plan by certified mail at much expense
to the taxpayer.
One of the principal reasons for the bill as proposed is to align the

benefits available under the military Survivor Benefit Program with
the Civil Service Survivor Plan. When the Civil Service Plan was
recently liberalized, an open enrollment period was not granted.
In summary, the Committee believes that it would be a mistake for

the Congress to vote for entitlement benefits for which we are unable
at this time to calculate the cost and which the Administration has not
requested. The bill, without Section 3, provides for a substantial liber-
alization of military survivors benefits.
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